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ARMY: From Army standpoint appotnenant of General Marshall 
has complicated prospect of future already fraught with 
considerable uncertainty. Rusk statement that China is 

to receive "sélécted military assistance” has béen encouraging 
but general feeling in this respect expressed bi Chinese 
saying, "I hear footstep on the stairs but. I do not see 
anyone coming down". Chinese officer whose views “troast 

have proved representative says Army generally doubts 

General Marshall will be as enthusiatic about aiding China 

as General MacArthur believed to be. , 


Army generally appears unable understand announcement US will 
insist on cessation hostilities between Formosa and China 
mainland, Feeling is Chinese Commies are willing slaves of 
Moscow to whom no amount of insistence will mean anything 


while orginally civil war, has nowdeveloped into active 
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Ministry of National Defense. intelligence has for some weeks . 
cried wolf wolf about participation of Chinese Communists 

ih Korea war and intention invade Indo-China or actively 
support Viet Minh offensive there. Recent reports Chinese 
Communist troop: movements and other activities appear justity 
these cries to considerable extent. Should successful 
American counter-offensive develop in Korea it might well . 
force showdown re large-scale participation Chinese Communists 
in operations that country. Similarly Viet Minh offensive 
in Indo-China appears likely counter-move to any American 
suecess in Korea, While Chinese Communists have apparently 
made careful preparations support Viet Minh offensive on 
large scale it is doubted Chinese Communist Army units will 
openly cross international boundary at least in initial 
stages. Also believe every effort will be made conceal 
presence any Chinese Communist troops in Korea. 
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NAVY: .Surface and air patrols of Formosan Straits continue 
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SECRET |. 
-2- #384, September 16, 11 a.m. (SECTION ONE) from Taipei 
as before. These patrols consist of following. 


Seventh fleet at present maintains day and night air patrol 
of Chinese coast from latitude 30-30 north to latitude 22-30 
north Formosan Straits and to seaward about 60 miles north 
of Formosa, Planes used are PBM ees supported by 

USS SUISUN in Pescadores PPT VVS (Neptunes) based at Okinawa. 
Continuous surface ship patrol of at least two ships 

' maintained along Chinese coast from latitude 24-30W 

latitude 26, Additional units seventh fleet standing by | 

in east China sea at Keelung Formosa. 


USS ST PAUL (Rear Admiral Binford) JUNEAU and 2 destroyers 
returned to Keelung on September 9 and. are at present there. 
USS CALIENTE (A053) relieved NAVASOTA as fueling ship. USS 
KARIN (AF38) arrived on September 11 to replenish provisions. 


On September 15, 3P2.Victor navy aircraft flew over Formosa . 
for pilot familiarization and Chinese forces indentification. 


Reported death of Admiral Hsiao Peng Kuan head of Chinese 
Communist Navy due to American bombing’ in western Korea 
caused no special comment from National forces. 


ATR: Air intelligence produced by CNAF (present principal 
source) ‘continues sketchy and of little value. - Same source 
believes Soviet AF supplies, equipment of all types,’ pre- 
viously Soviet controlled, now being gradually transferred to 
' CCAR, -Example is all Soviet AF material at Taiwan recently 
Shipped to CCAF Shanghai, Construction work on air instal- 
lations and highways on mainland in easy range of Formosa 
-¢continues, CCAF Communist chief Liu Ya-lo with Russian chief 
of staff continues show interest in south China air instal- 
lations by another visit Canton August 26 then ‘to Hainan. 
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